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COMMODITY FUTURES TRADING COMMISSION
Revisions to the "Joint Audit Plan," approved in 1980, have recently been sub­
mitted by seven of the nation’s largest commodity exchanges (see the 4/9/82 
Fed. Reg., pp. 15403-05). The modifications would change the requirements for 
conducting audits to conform with Interpretation 4 of the Commission's Divi­
sion of Trading and Markets or with guidelines to be developed by the plan's 
Joint Audit Committee, and would also change the membership of the Committee. 
Comments are requested by 5/10/82. For additional information contact Daniel 
Driscoll at 202/254-8955.
NATIONAL CREDIT UNION ADMINISTRATION
The effort to market loans from liquidated credit unions has recently been ex­
panded, according to an NCUA press release. The loans to be sold at a dis­
count can yield returns of 20 percent or more, and although the portfolios 
may be sold to any qualified bidder, credit unions will have the first oppor­
tunity to purchase them. To make the portfolios more attractive to federal 
credit unions, the NCUA Board adopted a policy that permits a ECU which pur­
chases loans from a liquidated credit union to offer membership to the borrowers 
whose loans were purchased. The loan portfolios NCUA is selling vary in size 
and quality with minimal delinquency, excellent collateral and complete docu­
mentation. Some purchasers can expect continued payroll deductions from the 
sponsoring company of the liquidated credit union. Most of the liquidated 
loans are sold by the regional offices. Credit unions interested in bidding 
on liquidated loan portfolios should contact their regional offices and request 
to be placed on the mailing list for regional loans that come on the market.
For additional information contact Joan Pinkerton at 202/357-1050.
TREASURY, DEPARTMENT OF
Special rules for change of annual accounting period for individuals whose
accounting period is a fiscal year were recently issued by the IRS in T.D.
7816. The temporary regulations provide special rules under section 442 of 
the IRC to allow taxpayers to obtain the full benefit of changes in tax 
rates under the Economic Recovery Tax Act of 1981 (ERTA) . A fiscal year tax­
payer may obtain the full benefit of the tax rate reductions by changing to 
a calendar year. Current regulations under section 442 require a taxpayer 
to establish a substantial business purpose for making such a change.
These temporary regulations provide that in the case of a taxpayer changing to 
obtain the full benefit of the ERTA tax rate reductions, the substantial 
business purpose requirement does not apply. Except in specific instances 
described in the release, current rules and procedures for change in accounting 
period will continue to apply. However, the regulations do provide that a 
taxpayer is not permitted to change back to a fiscal year method within 
five calendar years after the change to a calendar year. These temporary 
regulations apply to requests for change in accounting period that involve a 
short period ending on 12/31/81 or 12/31/82. For additional information 
contact Gregory Roth at 202/566-3238.
The Department's director of practice, who for over a decade has reported to the
general counsel, may be reporting to the IRS commissioner soon, if a recent 
Treasury proposal is approved. The director of practice is responsible for 
instituting and conducting disciplinary proceedings relating to attorneys, 
certified public accountants and enrolled agents that practice before the 
Service. According to Peter J. Wallison, Treasury's general counsel, "it 
makes administrative sense to associate the office of the director of practice 
with the IRS where most of the issues arise." Circular 230, the regulations 
which set out guidelines governing practice before the IRS, is the responsi-
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bility of the director of practice. However, the processing of applications 
for enrollment to practice before the IRS is currently under the IRS commis­
sioner's office. Under the proposal, although the office of the director of 
practice will be moved under the jurisdiction of the IRS commissioner, appeals 
from disciplinary proceeding against practitioners would continue to be handled 
by the Treasury's general counsel's office. Chairman of the AICPA's Federal 
Tax Division William Raby expressed concern that the move may impair the ability 
of the director of practice to function with a certain level of independence, 
and said he could foresee the possibility that having the director of practice 
at IRS may give the IRS greater ability to "lean on" tax practitioners.
A new penalty for substantial underpayment of tax arising out of items not dis­
closed on the taxpayer's return will be imposed if S. 2198, the "Taxpayer 
Compliance Improvement Act of 1982," is not modified. The measure, introduced 
on 3/11/82, by Sens. Robert Dole (R-KA) and Charles Grassley (R-IA) , seeks 
to generally crack down on tax evaders by raising penalties for non-compliance 
(see the 3/15/82 Wash. Rpt.) . Tax advisers do not believe that a taxpayer or 
tax-return preparer should red flag controversial issues on a return to avoid 
a penalty, and express concern that the provision could markedly alter the 
relationship between the tax adviser and his client. Under the proposal, the 
penalty would apply where the underpayment exceeds the greater of 10 percent 
of the amount of tax required to be shown on the return, or $5,000 for indivi­
duals. For a corporation, the amount would be the greater of $10,000, or 10 
percent of the tax required to be shown. According to William Raby, Chairman 
of the AICPA's Federal Tax Division, "The taxpayer who goes to a conscientious 
practitioner will face the problem that his proponent now becomes the agent 
of the IRS in terms of ferreting out those positions as to which there may be 
a necessary disclosure." Additionally, Mr. Raby stated, "Enactment of a penalty 
for taking a position, even though it has reasonable support, changes the rules 
of the game rather substantially. The rule then becomes one which says, 'it is 
permissible to take a position contrary to an IRS ruling or regulation only if 
you both have reasonable support for that position and you disclose that position 
in the tax return itself in some fairly identifiable fashion." Tax advisers 
expressed concern that the new broad-based penalty provision could be applied 
in such a fashion that would penalize a taxpayer who was merely uncertain as to 
a particular position and that because the tax system is so complex, uncertainties 
are unavoidable. Further, it is believed that such a provision has the potential 
to create a costly administrative burden for businesses. The Senate Finance Sub­
committee on Oversight of the IRS held a hearing on the legislation on 3/22/82, 
in which the Treasury Department testified in favor of the measure (see the 
3/29/82 Wash. Rpt.). The measure is expected to be marked-up after the Easter 
recess. Similarity, Rep. Barber Conable (R-NY) introduced an identical measure 
in the House on 3/15/82, H.R. 5829. Currently, there is no action scheduled 
on this bill.
SPECIAL: TECHNICAL CORRECTIONS MEASURE OFFERED FOR RECENT TAX LEGISLATION
A measure designed to make technical corrections to the last three major tax laws
that were enacted has been introduced by House Ways and Means Chairman Dan 
Rostenkowski (D-IL) and Rep. Barber Conable (R-NY), the committee's ranking 
minority member. H.R. 6056, introduce on 4/1/82, seeks to correct technical 
and clerical errors in the Economic Recovery Tax Act of 1981, the Crude Oil 
Windfall Profit Tax Act of 1980 and the Installment Sales Revision Act of 1980. 
The bill was prepared by the staffs of the Ways and Means Committee and the 
Joint Committee on Taxation, with help from the AICPA, the ABA and the Treasury 
Department. Basically, the broad range of tax provisions covered in the legis­
lation include the individual tax rate cuts, the accelerated cost recovery 
system in the 1981 Act, the net income limitation and taxable periods for corn-
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puting cost depletion, the definition and allocation of independent producers, 
the small producers transfers, the liberalization of withholding adjustments 
and the treatment of net profit interests in the Windfall Profits Act. On 
installment sales, the legislation would clarify the "related party" rules, the 
"back-attribution" rules and like-kind property qualifications.
SPECIAL: SUBCHAPTER S REVISION ACT OF 1982 INTRODUCED
House Ways and Means Committee Chairman Dan Rostenkowski (D-IL) and Rep. Barber
Conable (R-NY) recently introduced H.R. 6055, "The Subchapter S Revision Act
of 1982." An identical measure, S. 2350, was introduced in the Senate by 
Finance Committee Chairman Robert Dole (R-KS) and Sen. Russell Long (D-LA) .
The bipartisan proposal would greatly expand the scope of subchapter S by per­
mitting such corporations to receive passive income, except in the case of 
corporations with accumulated earnings and profits and increasing the allowable 
number of shareholders to 35. The measure would also eliminate the option of a 
person becoming a stockholder after the initial election of subchapter S to 
terminate the election by affirmatively refusing to consent to the election.
The new shareholder would be bound by the initial election. Under the bill, 
individual items of income and loss and foreign taxes would pass through 
to shareholders, and depletion provisions would parallel partnership treat­
ment. In addition, distributions out of subchapter S earnings would be tax 
free up to the shareholder's stock basis, rather than taxed as dividends. Also, 
losses in excess of a stockholder's basis in stock and debt would be allowed 
as carryover.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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